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As well as the standard economic data for total industry and the main industrial group­
ings, this month we focus on the food and drink industry and publish the second half of 
the article on mergers and acquisitions (the first halfwas in issue 5/97). 
Latest outlook ­ the most recent 
short­term indicators for 
European industry in tabular 
and graphic format, page 13. 
The production of the food and drink industry accounted for 15% of total manufactur­
ing in 1996, equal to some 494 billion ECU. Output in the European Union rose by 
2.3% during 1996. Latest data for short­term indicators showed that food and drink was 
continuing to grow with annual gains of 3.9% in the EU index of production to March 
1997. The internal market is of particular importance in this industry, with a large 
amount of intra­Community trade. Reliance on third countries was limited to specialist 
produce (for example, tropical fruits) ­ with the import penetration rate of the European 
industry equal to just 5.4% in 1995. 
The article on mergers and acquisitions follows on from last month by examining the 
financial and sectoral implications of mergers and acquisitions in the EU. By coinci­
dence, mergers and acquisitions were a phenomenon frequently seen in the food and 
drink industry, as well as the chemical and engineering industries. In value terms, 
European mergers and acquisitions tend to be smaller in size than operations involving 
American firms. The article looks at the breakdown of merger activity within the EU, dif­
ferentiating between international, Community­wide and national bids. 
In depth ­ α close look into the 
food products and beverages 
industry, page 49. 
F r a n ç o i s d e G e u s e r , 
L u x e m b o u r g 
eurostat 
Special focus ­ second part of 
an article on mergers and 
acquisitions, page 75. 
C J 

O E c o n o m i e c o m m e n t a r y 
Latest developments in the European economy in 
comparison with Japan and the USA 
© Latest out look 
Graphical and tabular representation of the 
most recent industrial data, including: 
business cyc le at a glance 
product ion index 
producer pr ice index 
emp loyment index 
const ruct ion 
capacity u t i l isat ion 
foreign trade indices 
© In d e p t h : f o o d p r o d u c t s a n d b e v e r a g e s 
A close look into the structure and activity of 
this industry, as well as short-term indicators 
giving the most recent trends in the industry: 
commentary 














The Monthly Panorama of European 
Industry has the objective of furnishing 
readers with an instrument which will 
allow them to follow the evolution of 
industrial short­term trends and also 
show the structure and activity of 
industry at the sectorial level. The 
publication appears eleven times dur­
ing the course of the year. When the 
occasion warrants topical articles may 
well be treated in the form of a 
special edition, five of which are 
planned for 1997. 
This publication is a joint project of 
Eurostat and Directorate General III 
(Indus'try policy). 
The.opinions expressed in this 
publication are those of the 
individual authors alone and do not 
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© S p e c i a l f o c u s : m e r g e r s a n d a c q u i s i t i o n s 7 5 
Second part of a two-part article: a financial and sectoral 
approach to the most recent wave of mergers and acquisitions; 
conclusions 
Enquiries regarding the purchase 
of data should be directed to: 
Eurostat Data­Shop 




tel: (352) 4335 2251 
fax: (352) 4335 22221 
e­mail: agnesn@eurostat.datashop.lu 
Data marked with this symbol is _ _ 
available on the diskette - (mi 
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D a t a in t h i s s e c t i o n 
i n d e x o f p r o d u c t i o n , 
c o n s u m e r p r i c e i n d e x , t r a d e b a l a n c e O 
For full methodological notes and an explanation of the signs and abbreviations used in this publication, please refer to page 71 
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Moderate growth in the production index 
Growth of industrial activity in the EU remained mod-
erate in March 1997. Production in volume, corrected 
for working days, rose by only 0.9% in the month of 
March 1997, compared to the same month of the year before. In February, the 
growth rate was 2.7%. In the capital goods sector, in particular, there was a slow-
down in production, with growth equal to 0 . 1 % (as against 3 . 1% in February). The 
change in industrial production, for total industry, was negative in Denmark (-2.4%), 
the Netherlands (-1.7%) and in the United Kingdom (-3.5%). The largest growth rates 
were registered in Belgium (5.2%), Ireland (13.6%), Finland (8.2%) and Sweden 
(9.3%). 
Data marked with this symbol is 
| y j available on the diskette -
for further details see page 70 
Enquiries regarding the purchase of 
data should be directed to: 
Eurostat Data-Shop 
tel: (352) 4335 2251 
fax: (352) 4335 22221 
The growth rates used above, between the same month of one year and the next, 
ignore the evolution in the variable over the most recent months. However, if we 
look at the evolution of the production index (corrected for seasonal variations and 
one-off fluctuations) between the last quarter of 1996 and the first quarter of 1997, 
we see weak growth. EURI5 industrial production for total industry was seen to 
grow by only 0.5%. This trend was seen across all of the main industrial groupings 
(intermediate goods, capital goods and consumer goods). Furthermore, amongst the 
majority of Member States there was no major difference either. 
Production index in Japan and the USA 
In Japan, the index of production in volume terms grew by 7.6% between March 
1997 and March 1996 (compared to 5.5% for February). Capital goods and con-
sumer durables were seen to register the highest rates of growth, rising by 10.3% and 
10.9% respectively. During the same period (largely due to growth in the capital 
goods and consumer durables sectors too) the USA saw production volume rise 
5.2% (against 4.3% in February). Turning to the most recent evolution between the 
last quarter of 1996 and the first quarter of 1997, the production index grew by 1.5% 
in the USA and by 1.9% in Japan, higher than in the majority of the Member States. 
0 eurostat 
E C O N O M I C C O M M E N T A R Y 
I N D U S T R I A L P R O D U C T I O N A N D C O N S U M E R PRICES 
MONTHLY PANORAMA OF EUROPEAN INDUSTRY 
I n d u s t r i a l p r o d u c t i o n i n v o l u m e 
t e r m s s h o w e d m o d e r a t e g r o w t h , 
r i s i n g 0 . 9 % i n M a r c h 1 9 9 7 
Capacity utilisation falls to 80 .8% 
Capacity utilisation for total industry in Europe 
stood at 80.8% during the first quarter of 1997, a 
slight fall on the figure for the last quarter of 1996, 
a reduction of 0.4 percentage points. Sweden and 
Finland had the highest utilisation rates, recording 
87.0% and 85.7% respectively, principally due to 
their performance in the intermediate and capital 
goods sectors. 
F i g u r e 1 
Year on year 
growth rates (t/t­4) 
for industrial 
production 
M­1996 III­1996 IV­1996 1­1997 
C EURI 5 Japan USA J 
France, where prices were virtually unchanged, ris­
ing only 0 . 1 % during the year to April and March 
1997. In the USA producer price growth was equal 
to 1.0% during the month of March, whilst in Japan 
there was a negative trend, an annual change of ­
0.2% being recorded. 
S o u r c e L^ 
Producer price increases modest 
Producer prices continued to grow at a slow rate: 
they rose by 0.7% in March 1997 compared to a 
year before (the same rate as in February). The con­
sumer goods sectors (durable and non­durable), as 
well as the capital goods sector recorded modest 
gains, rising 0.9%, 1.0% and 0.8% respectively for 
the same period (compared to 1.2%, 1.0% and 
1.0% in February). Intermediate goods saw almost 
no change, rising only 0.1 % (compared to 0.2% in 
February). Producer price growth was under control 
in Germany and Italy, where annual rates of growth 
were equal to 0.9% and 0.6% in March 1997 (com­
pared to 0.6% and 0.8% in February). Lowest price 
increases were seen in the United Kingdom and 
F i g u r e 1 . 2 
Year on year 
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P r o d u c e r p r i c e s r o s e by 0 . 7 % 
i n t h e y e a r t o M a r c h 1 9 9 7 
T a b l e 1 .1 
Reduction in industrial employment 
Employment in the EU for total industry continued 
to fall: the latest figures show that a reduction of 
2.2% was recorded in August 1 996, with respect to 
the same month of the previous year. In Germany 
the index declined by 4.6% between March 1996 
and March 1997. In France, Italy and the United 
Kingdom, employment fell slightly less, by 1.8% in 
December 1996, 1.9% in August 1996 and 0.7% in 
EUR15 






























































February 1997. Ireland and Spain were the only 
countries to display positive growth in industrial 
employment, rising 3.3% and 1.6% between 
December 1995 and December 1996. The sectors 
most hit by the reduction in employment were 
intermediate goods and consumer non-durables. 
External trade in EUR15, supporting 
the economic recovery 
Turning to foreign trade, exports grew in the final 
quarter of 1996 (compared to the same three 
months of 1995) by 10.0% in volume terms and by 
14.5% in value terms, whilst imports grew at a 
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EUR15 Japan USA Table 1 .2 
Construction sector 
In construction, the most recent evolution has been 
somewhat negative: the EUR15 production index 
from one quarter to the next (taking account of sea­
sonal and one­off fluctuations) fell by 0.3% in the 
final quarter of 1996. Differences between coun­
tries were marked: with production rising by 1.6% 
in Belgium, 1.0% in Germany, 1.4% in Finland and 
1.4% in the United Kingdom, whilst there were 
decreases recorded in Denmark (­3.1%), Spain 
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Year on year 
















2.5 S o u ree· Ü S 
ι C. c . eurostat 
Employment in construction grows 
in Ireland and Finland 
Employment in the construction sector also failed 
to escape the recent downward trends observed for 
total industrial employment: nevertheless, construc­
tion sector employment fell at a less pronounced 
rate than total industry, down 1.4% in December 
1996 compared to the same month in 1995. 
Germany, France, Italy and the United Kingdom all 
recorded negative growth over the period (be it for 
December 1996 or the start of 1997). Finland had 
the highest growth rate, rising by 16.5% in April 
1997 (compared to 13.1% in March). In Ireland, 
employment in the construction sector followed a 
similar tack: growing by 8.3% in March 1997 com­
pared to a year before (9.0% in February). 













































S o u r c e L^ 
This text was written by: Paris Sansoglou 
For more details, please contact: 
tel (352) 34 10 40 12 
fax (352) 34 69 99 
e­mail : xosa091 @nopc.eurostat.cec.be 
eurostat O 
The Panorama C D - R O M P r o f e s s i o n a l V e r s i o n 
The Panorama of EU Industry has established itself as one of the major sources of data 
and commentary on EU industrial activity - giving a wide cross-sectional analysis of 
some 200 industrial and service activities. Now Eurostat has launched a database -
containing not only the text and tables from the publication, but also: 
ir country breakdowns of EU totals; 
~k data from the SME (small and medium sized enterprises) database; 
if and data from National Accounts. 
All this information is contained on one single, easy-to-use CD-Rom. As well as 
containing a pictorial representation of the publication, with powerful 
search facilities to enable the user to access related industries, the CD-Rom 
has the added facility of being able to link directly with spreadsheets and word 
processors. This CD-Rom is a useful tool for consultants, policy advisors, 
researchers and anyone generally interested in EU industry. 
The C o m p e t i t i v e n e s s Database 
This is α new product, bringing together α 
wide range of indicators linked to 
industrial competitiveness for the EU 
Member States and OECD 
countries. This database will be vital 
for anyone interested in 
studying industrial competitiveness, 
for comparing industrial opportunities. The 
database covers some 30 countries in depth, 200 
industrial activities and nearly 100 indicators, for the 
period 1980-1995. The database comes on CD-ROM 
and includes Eurostat standard CUB.X software 
for viewing and extracting the data. 
Enquiries regarding (he purchase 
of data should be directed to: 
Eurostat Data-Shop 




tel: (352) 4335 2251 
fax: (352)4335 22221 
Details of other Eurostat products 
may be found on page 55 and an 
order form at the back 
of this publication 
Θ υ t I 
Business c y c l e at a g l a n c e O 
S h o r t - t e r m i n d i c a t o r s 
p r o d u c t i o n i n d e x , p r o d u c e r p r i c e i n d e x , 
e m p l o y m e n t i n d e x , c a p a c i t y u t i l i s a t i o n , 
t h e c o n s t r u c t i o n s e c t o r , f o r e i g n t r a d e i n d i c e s O 
d a t a e x t r a c t e d o n : 0 9 / 0 6 / 9 7 
For full methodological notes and an explanation of the signs and abbreviations used in this publication, please refer to page 71 
—Ç MONTHLY PANORAMA OF EUROPEAN INDUSTRY )-
LATEST OUTLOOK ­ TOTAL INDUSTRY 
BUSINESS CYCLE AT A GLANCE.. 
T a b l e 2 .1 
Business cycle at a 
glance ­ situation 
for the production 
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L A T E S T O U T L O O K - T O T A L I N D U S T R Y 













-c MONTHLY PANORAMA OF EUROPEAN INDUSTRY 
1­1997 
F i g u r e 2 . 1 
Λ 
TRIAD comparison of 
production growth 
for the main 
industrial groupings, 
based on changes 
from the 
corresponding 
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—( MONTHLY PANORAMA OF EUROPEAN INDUSTRY J-
LATEST O U T L O O K ­ TOTAL I N D U S T R Y 
PRODUCTION INDEX ­ w.o.ADJ. 
Table 2.2 1994 1995 1996 10­96 11­96 12­96 01­97 02-97 03-97 
Indices of 
production for total 
industry, w.d.adj. 


































































































































































T a b l e 2 . 3 1994 1995 1996 10­96 11­96 12­96 01­97 02-97 03­97 
TRIAD comparison of 
indices of production 
for the main 
industrial groupings, 
w.d.adj. 
(1990 = 100) 
Total industry 






























































































































































L A T E S T O U T L O O K - T O T A L I N D U S T R Y 
PRODUCTION INDEX - SEASONALLY ADJUSTED 























































































































































































p roduc t i on for 
to ta l industry, 
seasonal ly ad jus ted 
(1990 = 100) 
^ 
O O U Γ C θ : eurostat 






























































































































































TRIAD c o m p a r i s o n of 
ind ices of p roduc t i on 
fo r the m a i n 
indust r ia l g r o u p i n g s , 
seasona l ly ad jus ted 
( 1 9 9 0 = 100) 
I ) 




—(^  MONTHLY PANORAMA OF EUROPEAN INDUSTRY J-
LATEST OUTLOOK - TOTAL INDUSTRY 
P R O D U C T I O N I N D E X - T R E N D CYCLE 
F i g u r e 2 . 2 
EURI 5 production 
index by main 
industrial grouping, 
trend cycle 
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Three month on three 
month growth rates 
for the production 


























































































































































O @0 eurostat 
L A T E S T O U T L O O K - T O T A L I N D U S T R Y 
PRODUCTION INDEX - W . D . A D J . 







F igure 2.3 
I 
A n n u a l g row th rates 
for the p roduc t ion 
index of tota l industry, 
based on changes 
f r o m the 
co r respond ing . 
th ree months of the 
previous year, 
w . d . a d j . , 
Jan -97 to M a r - 9 7 
(%) 
-2.0 
EUR15 Β DK D EL E F IRL* I L · * NL Α* Ρ FIN S UK S o u r c e : eurostat 









































































































































A n n u a l g r o w t h rates 
fo r the p roduc t ion 
index of the m a i n 
industr ia l g r o u p i n g s , 
based o n changes 
f r o m the 
co r respond ing 




Japan 01-97 ^ 03-97 
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L A T E S T OUTLOOK - INTERMEDIATE & CAPITAL GOODS 
P R O D U C T I O N I N D E X - W . D . A D J . 
F i g u r e 2 . 4 
Annual growth rates 
for the production 
index of 
intermediate goods, 
based on changes 
from the 
corresponding 
three months of the 
previous year, 
w.d.adj., 
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F i g u r e 2 . 5 
Annual growth rates 
for the production 
index of capital 
goods, based on 
changes from the 
corresponding 
three months of the 
previous year, 
w.d.adj., 







S o u r c e : «rats 
-10.0 
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eurostat 
L A T E S T O U T L O O K - C O N S U M E R D U R A B L E S & N O N - D U R A B L E S 
P R O D U C T I O N I N D E X - W . D . A D J . 







F i g u r e 2 . 6 
Annual growth rates 
for the production 
index of consumer 
durables, based on 
changes from the 
corresponding 
three months of the 
previous year, 
w.d.adj., 
Jan-97 to Mar-97 
(%) 
EUR15 Β DK D EL Ε F IRL* I L*« NL Α* Ρ** FIN S UK S o u r r P · ^ 








F i g u r e 2 . 7 
V 
Annual growth rates 
for the production 
index of consumer 
non-durables, based 
on changes from the 
corresponding 
three months of the 
previous year, 
w.d.adj., 
Jan-97 to Mar-97 
EUR15 B DK D EL E F IRL* I L*" NL Α* Ρ** FIN S UK rag 
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PRODUCTION INDEX - TREND CYCLE 
Figure 2 . 
Production index 
by main industrial 
grouping, trend cycle 
(1990 = 100) 
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F i g u r e 2 . 8 
I r e l a n d I t a l i a 
260 115 
Production index 
by main industrial 
grouping, trend cycle 
(1990 = 100) 
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o O U r C e : eurostat 
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— ( MONTHLY PANORAMA OF EUROPEAN INDUSTRY J-
LATEST OUTLOOK - TOTAL INDUSTRY 
P R O D U C T I O N INDEX - TREND CYCLE 
F i g u r e 2 .8 
Production index 
by main industrial 
grouping, trend cycle 
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The index of production measures changes in volume (at constant prices) of gross value added created by a 
given activity, the activity indices being aggregated (like the aggregation at Community level) by means of a 
system of weighting according to gross value added at factor cost. 
The indices of production are adjusted in two stages. Firstly, account is taken of the variation in the number of 
working days in the month. The national Statistical Offices provide Eurostat with these series (except 
Denmark, France, Spain and the United Kingdom). Secondly, for EUR15 and most of the Member States a 
correction is made using seasonal adjustment with TRAMO / SEATS, a method developed by Professor 
Maravall and V.Gomez. For France, Finland, Sweden and the United Kingdom, the indices are adjusted by 
the national statistical offices themselves. All data from Ireland is converted to NACE Rev.1 from the old clas-
sification NACE 1970 and is therefore less reliable. 
Full methodological notes may be found on page 71. 
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β F u r t h e r i n f o r m a t i o n - p r i c e i n d i c e s 
The index of producer prices shows (in the national currency of the Member State in question) changes in the 
ex-works selling prices of all products sold on the domestic market. Since we deal with producer prices, 
imports are not included in these price indices. The Community indices (EURI 3, since there are no producer 
price indices for Portugal and Austria) refer to overall weighted price changes. Producer price indices are not 
seasonally adjusted. 
The system used for the collection of export price indices is a duplicate of the model for domestic producer 
price indices. 
All data from Ireland is converted to NACE Rev.1 from the old classification NACE 1970 and 
is therefore less reliable. 
Full methodological notes may be found on page 71. 
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BUILDING PERMITS ­ USEFUL FLOOR AREA 
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CAPACITY UTILISATION RATES 
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L A T E S T O U T L O O K - T O T A L I N D U S T R Y 
F O R E I G N TRADE I N D I C E S ­ GROSS D A T A 
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13 F u r t h e r i n f o r m a t i o n - e m p l o y m e n t , c o n s t r u c t i o n a n d t r a d e i n d i c e s 
Figures showing the number of employees include all persons employed by the firm (manual workers and 
salaried employees on the firm's payroll). 
For the construction activity there are some very specific variables: for details of these please refer to the 
Eurostat publication "Methodology of Industrial Short-term Indicators" - CA-97-96-079-EN-C. 
For the indices of imports and exports, foreign trade data of industrial products (following the nomenclature of 
the Harmonised System) were grouped according to the industrial NACE Rev.1 activity to which they belong. 
This grouping of products causes inevitably certain inaccuracies which can reduce the reliability of these 
foreign trade series. The indices for EUR15 refer only to extra-Union trade, the indices for Member States 
reflect also intra-Union trade. 
Full methodological notes may be found on page 71. 
Γ3771 
S o u r c e : «Soit« 
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φ F o o d p r o d u c t s a n d b e v e r a g e s 
Structural indicators 
v a l u e - a d d e d , p r o d u c t i o n , 
e m p l o y m e n t and labour costs 
Externa l t r a d e 
extra-EU expor ts and extra-EU impor t s 
Short term indicators 
p r o d u c t i o n i ndex , p roducer p r i ces , 
capac i t y u t i l i s a t i o n , f o re ign t rade ind ices 
0 
o 
data ex t rac ted o n : 0 9 / 0 6 / 9 7 
For full methodological notes and an explanation of the signs and abbreviations used in this publication, please refer to page 71 
F o o d t s e v e a g e s 
In t h i s s e c t i o n 
Commentary 
Structural indicators 5 6 
value­added, production, 
employment and labour costs 
External trade 58 
extra­EU exports and 
extra­EU imports 
Short term indicators 
production index, producer prices, 
capacity utilisation and 
foreign trade indices 
Short-term trends: sustained growth in the EU 
Between the first quarter of 1997 and the previous one, the index of production rose 
by 1.1% for EURI 5. It declined in Portugal (­0.3%), Spain (­0.1%) and Greece (­
0.1%), whereas it rose in France (0.4%), Sweden (1.3%), Italy (1.0%) and Germany 
(0.5%). 
Between the first quarters of 1996 and 1997, the index of production in volume rose 
by 3.9% for the EU, with growth of 20.5% in Spain, 3.3% in Germany, 0.6% in the 
United Kingdom, and 2.8% in France. Denmark (­1.4%) and Greece (­0.1%) lost 
ground, with a decline in production. 
Data marked with this symbol ¡s 
available on the diskette -
for further details see page 70 
The domestic producer price index declined between March 1996 and March 1997 
in Italy (­1.1%) and the United Kingdom (­1.0% in April). On the other hand, prices 
rose in Sweden (1.8% in April) and the Netherlands (1.9% in March). For the pur­
poses of comparison, prices in the American and Japanese food industries rose by 
1.3% and 0.5%. German prices also rose by 1.6% between April 1996 and 1997. 
In the first quarter of 1997, the EU used 77.7% of capacity, the Netherlands 86.3%, 
France 82.8%, and Denmark and Germany 81.0%. On the other hand, at 64.1 % and 
74.2% respectively, Spain and Italy were below the average rate for the Community. 
Enquiries regarding the purchase 
of data should be directed to: 
Eurostat Data­Shop 
tel: (352) 4335 2251 
fax: (352) 4335 22221 
EU exports in volume rose by 1.7% between the last quarter of 1995 and the last 
quarter of 1996, whereas imports retreated by 3.4% over the same period. In rela­
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Developments in the food industry: 
brand names go global 
The food and beverage industry is marked by 
increasing competition, encouraging producers to 
reduce their margins in order to hold market share 
and also to concentrate in order to lower produc-
tion costs. One way in which producers do this is 
by grouping products under the same brand name, 
thereby achieving considerable savings on publici-
ty, greater brand awareness and easier access to 
new markets. Thus, a known brand recognised for 
its quality can increase its product range while any 
new products in the range have the instant benefits 
of an image and label. 
While pressure on prices is increasing at the pro-
duction stage, it is also felt in relations with cus-
tomers at the point of sale and along the distribu-
tion chain, while the spread of discount stores is 
increasing competition. 
Lastly, the pressure on prices is matched by increas-
ing demand for quality, differentiation and innova-
tion from consumers who want to combine time 
savings with greater ease and gratification. This 
translates as greater value added in numerous prod-
ucts. R&D departments are particularly active, too, 
and are constantly launching new products. 
Meat 
Beverages 
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F i g u r e 3 .4 
Environment: 
improved consumer information 
Food and beverage producers' commitment to 
environmental production means more consumer 
information (e.g. telling consumers that the firm 
plays its part in recycling and recovering packaging) 
and lower container weights. Consumers are also 
being given ever more information on product 
composition, particularly as regards colourings, 
sweeteners, additives, nutritional values and com­
pliance with hygiene standards. 
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Structure of industry: 
the EU leads the wor ld in food production 
In 1996, production in the food and beverage 
industry of EURI 5 came to ECU 494,300 million or 
15% of total manufacturing output, a 2.3% annual 
increase. Meat accounts for 20.1% of industry out­
put, followed by the dairy (17.5%) and drinks 
(16.2%) activities. Germany is the Community's 
number-one producer with 22.4% of EURI5 pro­
duction. It is followed by France (19.1%), the 
United Kingdom (14.1%), Italy (11.2%) and Spain 
(10.0%). The United States and Japan produce the 
equivalent of 78.6% and 46.5% of Community out­
put. Denmark, with a specialisation ratio of 3.7, 
and Sweden (2.5) are specialists in the fish process­
ing industry, Greece (2.2) in fruit and vegetables, 
and the Netherlands (2.2) and Portugal (2.0) are 
specialists in manufacturing animal feeding stuffs. 
Turnover for EUR15 increased by 2.3% in value 
terms between 1995 and 1996, but declined by 
0.3% in real terms. The decline can be attributed to 
the production of animal and vegetable fats and 
fruit and vegetables, which contracted by 8.7% and 
2.6% in real terms. 
So υ r e e : DEBA GEIE 
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Gross value added at factor cost per employee in 
1995 averaged ECU 42,500 in EUR15, ranging 
from 15,100 in Portugal to 65,200 in Italy, via 
34,500 in the United Kingdom, 42,700 in Germany 
and 50,100 in France. 
The food and beverage industry employed 2.5 mil­
lion people in 1995. In 1996, annual employment 
rose in Belgium (4­1.9%) and in Spain (­1­3.6%). 
On the other hand, it fell by 1.9% in Germany, 
1.5% in the United Kingdom, 0.9% in Sweden and 
0.7% in France. By comparison, employment fell 
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The Community's leading food manufacturer is 
Unilever (UK­NL), ahead of BAT Industries (UK), 
Hanson (UK), Ferruzzi (I) and Danone (F). It should 
be pointed out, however, that the biggest operator 
on the Community market is not on this list because 
Nestlé is Swiss. Mergers and acquisitions have not 
let up: Britain's Grand Metropolitan recently sold 
the industrial confectioners Brassard and Fida to 
America's Sara Lee in order to regroup its agro­
industry branch around three strategic brands as 
part of the current process of globalisation. 
External trade: 
diverse specialisations in food exports 
In trade terms, our export partners are mainly the 
OECD countries, i.e. the United States, Japan and 
Switzerland, while, apart from the United States, 
we import from Latin America and countries which 
traditionally provide exotic products like bananas 
and other tropical fruit, coffee and chocolate. 
Otherwise, the EU is self­sufficient in food, and 
import penetration remains low: penetration from 
outside the Community in 1995 was 5.4% for the 
EUR15. Looking at total imports, however, penetra­
tion rates in 1995 were 18.1% in Germany, 18.4% 
in France, 20.1% in the United Kingdom, 23.1% in 
Italy and 43.9% in the Netherlands, reflecting the 
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In 1995, EUR15 imports totalled ECU 104,700 mil­
lion, 24.7% of which came from outside the 
Community. Imports from countries outside EUR­
15 were relatively higher in Denmark, Spain and 
the United Kingdom, and less marked in Greece, 
Austria and Ireland. Nevertheless, the intra­
Community market is preponderant by far. 
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54 
Exports of EUR15 totalled ECU 87,500 mil l ion in 
1995, 72.7% of which went to destinations within 
the Community. The percentage ranged from 
4 3 . 1 % for Finland, the sole Member State whose 
exports go mainly beyond the EU, to 82.7% for the 
BLEU. 
There are structural surpluses in dairy products, 
beverages and animal feedingstuffs, wi th coverage 
rates in 1995 of 600%, 530% and 273% respec-
tively. On the other hand, there are deficits in fish 
(19%), fruit and vegetables (41 %) and fats (45%). 
12% 
The EU imports fish mainly from Norway, Iceland 
and Thailand; fruit and vegetables from Brazil and 
Turkey; and fats from Argentina, Brazil, Indonesia 
and Malaysia. 
Of individual Member States, the United Kingdom, 
Italy and Germany had coverage rates of 58%, 68% 
and 75% in 1995, whereas France (149%), the 
Netherlands (193%) and Denmark (258%) had sub-
stantial surpluses. Ireland exports meat (coverage 
rate of 898%) and dairy products (831 %) intensive-
ly, as does Denmark (ratios of 824% and 762%); 
Greece exports fats (552%) and fruit and vegetables 
(452%), and France exports dairy products (506%). 
This text was written by: Catherine Dailleau 
For more details, please contact: 
tel (352)34 10 40 11 




E n t e r p r i s e s i n E u r o p e : 
F o u r t h r e p o r t 
This ¡s a biennial publication produced by Eurostat in co-operation 
with DG XXIII of the European Commission. 
There were around 16 million small and medium-sized 
enterprises (SMEs) in 1992 in the countries of EUR15, 
employing more than 100 million people. 
The publication contains several parts which present the information 
that has been gathered by Eurostat. Each part has been designed to 
facilitate the rapid acquisition of the facts. The interested reader 
may turn to detailed country or sectoral information. Furthermore, 
there is a supplementary diskette publication, which contains 
the SME tabular database. 
The paper publication is broken down into the following sections: 
Fart 1 : main information on European enterprises; 
Fart 2: specific analyses, such as enterprise creation, the 
innovative behaviour of SMEs or regional analyses; 
Farts 3 & 4: sectoral and country analyses. 
The sources used are normally existing business registers in the 
European countries. The following economic indicators are provided: 
employment, turnover and sometimes value added and labour costs. 
Enquiries regarding the purchase 
of data should be directed to: 
Eurostat Data-Shop 




tel: (352) 4335 2251 
fax: (352) 4335 22221 
An order form may be found 
at the end of this publication 
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S o u r c e : DEBA GEIE 
1991 t /1-1 (%) 1992 t / t-1 (%) 1993 t / t-1 (%) 1994 t / t - 1 ( % ) 1995 t / t - 1 ( % ) Table 3.4 
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F i g u r e 3 . 9 
EURI 5 production 
and producer 
price indices 
(1990 = 100) 
Production index 
Producer price index 
S o u r c e · 
Latest 3 months 
available 
Production index 
t /1-1 t / t-4 
Latest month 
available 
Producer price index 
t / t -3 t/t-12 
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F i g u r e 3 . 1 0 
Annual growth rates 
for production and 
producer price 
indices, based on 
changes from the 
corresponding 
three months of the 
previous year, 
Jan-97 to Mar-97 
Production H 
Producer price index 
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(1990 = 100) 
Meat processing 
Fish processing -
Fruit and vegetable 
processing 
Animal and vegetable 
oil 
Other food processing 
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D a n m a r k 
Annual growth rates 
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producer price 
indices, based on 
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for production and 
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changes from the 
corresponding 
quarter of the 
previous year 
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S Fur the r i n f o r m a t i o n - the p r o d u c t i o n and p r o d u c e r p r i c e i nd i ces 
The indices of production are adjusted in two stages. Firstly, account is taken of the variation in the number of 
working days in the month. The national Statistical Offices provide Eurostat with these series (except 
Denmark, France, Spain and the United Kingdom). Secondly, for EUR15 and most of the Member States a 
correction is made using seasonal adjustment with TRAMO / SEATS, a method developed by Professor 
Maravall and V.Comez. For France, Finland, Sweden and the United Kingdom, the indices are adjusted by 
the national statistical offices themselves. All data from Ireland is converted to NACE Rev.1 from the old clas-
sification NACE 1970 and is therefore less reliable. 
The index of producer prices shows (in the national currency of the Member State in question) changes in the 
ex-works selling prices of all products sold on the domestic market. Since we deal with producer prices, 
imports are not included in these price indices. Producer price indices are not seasonally adjusted. 
Full methodological notes may be found on page 71. 
Production index 
Producer price index 
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Figure 3 . 1 3 
Capacity 
utilisation rates, 
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Table 3 .8 Annual growth rate: 
latest quarter, t / t - 4 
11-1996 111-1996 IV-1996 I-1997 
Capacity 
utilisation rates 
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F i g u r e 3 . 1 4 
EURI 5 foreign 
trade indices, 
trend cycle, 
in ECU terms 
(1990 = 100) 
Export value index 
Import value index 
— Terms of trade 
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Three month on three 
month growth rates 
for foreign trade 
indices, 
trend cycle, 
value indices are in 
ECU terms 
(%) 
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Annual growth rates 
for foreign trade 
indices, based on 
changes from the 
corresponding 
three months of the 
previous year, in ECU 
terms, gross data, 
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Foreign trade indices 
in ECU terms, 
trend cycle 
(1990 = 1 0 0 ) 
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U n i t e d K i n g d o m 
Figure 3 . 1 6 
Foreign trade indices 
in ECU terms, 
trend cycle 
(1990 = 100) 
12-94 06-95 12-95 06-96 12-96 
Fur the r i n f o r m a t i o n - t he f o r e i g n t r a d e i n d i c e s : 
For the indices of imports and exports, foreign trade data of industrial products (following the nomenclature of 
the Harmonised System) were grouped according to the industrial NACE Rev.1 activity to which they belong. 
This grouping of products causes inevitably certain inaccuracies which can reduce the reliability of these for­
eign trade series. The indices for EURI 5 refer only to extra-Union trade, the indices for Member States reflect 
also intra-Union trade. 
For more extensive details of the methodology of short-term indicators please refer to the Eurostat publication 
"Methodology of Industrial Short-term Indicators" - CA-97-96-079-EN-C. 
Full methodological notes for this publication may be found on page 71. 
Export value index 
Import value index 
Terms of trade 
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o D y 
The files on the diskette are broken down 
by industrial branches. Each file contains 
all countries and indicators for a particular 
industry. The files have the following for­
mat: country, indicator, branch, periodicity, 
datatype, flag, data 
e.g. EF;PROD;B0020;M;S;*;85.14164... 
Step by step guide to using the data on the diskette: 
1. Copy the file MPEI1.EXE (English number format) or 
MPEI2.EXE (continental European number format) from the 
diskette to a directory on your hard disk (usually C:\....). 
2. If in WINDOWS, switch to the File Manager and 
double-click on the file. The files will self-extract them­
selves (into the directory from which the program is run). 
You may need to perform WINDOW - REFRESH to see the 
files once the procedure has finished. 
3. If in DOS move to the directory you placed the file in 
(for example, C:\DATA >) and then type the name of the 
file (MPEI1.EXE or MPEI2.EXE) and press < ENTER > , the 
files will self-extract and be placed in the same directory as 
the EXE. 
4. The files are simple, plain text files, with the .TXT exten­
sion. The files are semi-colon separated (;) and use speech 
marks as a delimiter. 
5. It should be easy to import/open the data-files into any 
standard spreadsheet or database package. 
6. There is a file for each branch available at the NACE 
2-digit level, codes are given in the readme.txt file supplied 
on the diskette. 
Branches: 
B0020 Total Industry Excluding Construction 
B0040 Intermediate Goods Industry 
B0050 Capital Goods Industry 
B0060 Durable Consumer Goods Industry 
B0070 Non-Durable Consumer Goods Industry 
B1000 Mining of Coal and Lignite; Extraction of Peat 
B1100 Extraction of Crude Petroleum and Natural 
Gas; Service Activities Incidental to oil and Gas 
Extraction, excluding Surveying 
B1200 Mining of Uranium and Thorium Ores 
B1500 Food and Drink Industry 
Β1600 Tobacco 
B1700 Manufacture of Textiles 
B1800 Clothing Industry 
Β1900 Leather and Shoe Industry 
B2000 Manufacture of Wood and Products of Wood 
B2100 Paper Industry 
B2200 Publishing, Printing, Reproduction of 
Recorded Media 
B2300 Manufacture of Coke, Refined Petroleum 
Products, Nuclear Fuel 
B2400 Chemical Industry 
B2500 Manufacture of Rubber and Plastic Products 
B2600 Manufacture of Other Non-Metallic 
Mineral.Products 
B2700 Manufacture of Basic Metals 
B2800 Manufacture of Fabricated Metal Products 
B2900 Mechanical Engineering 
B3000 Manufacture of Office Machinery, Computers 
B3100 Manufacture of Electrical Machinery 
B3200 Manufacture of Radio, TV and 
Communication Equipment 
B3300 Manufacture of Medical, Precision and 
Optical Instruments 
B3400 Manufacture of Motor Vehicles 
B3500 Manufacture of Other Transport Equipment 
B3600 Manufacture of Furniture; Manufacturing not 
elsewhere classified 
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C L A S S I F I C A T I O N SYSTEM & STATIST ICAL SOURCES 
Industry classification system 
The economic activities used in this publication are 
defined in the revised Classification of Economic 
Activities within the European Communities, NACE 
Rev.1. This classification was laid down in a Council 
Regulation in 1990 (OJ L293 24th October 1990). It 
should be noted that many series before 1990 and a large 
amount of annual data even between 1990 and now had 
to be converted from the old classification NACE 1970. 
This estimation process can reduce the reliability of the 
data. Main industrial groupings that are used in Section 2 
of this publication have the following definitions in terms 
of NACE Rev.1. 
Total industry 
C + D + E, 
i.e. mining, manufacturing and energy supply 
Intermediate goods industries 
13.1, 13.2, 14.1-14.5, 15.6, 15.7, 17.1-17.3, 
20.1-20.5, 21.1, 21.2, 24.1-24.3, 24.6, 24.7, 25.1, 25.2, 
26.1-26.8, 27.1-27.5, 28.4-28.7, 31.2-31.6, 32.1, 34.3, 
37.1,37.2 
Capital goods industries 
28.1-28.3, 29.1-29.6, 30.0, 31.1, 32.2, 33.1-33.3, 34.1, 
34.2, 35.1-35.3 
Durable consumer goods industries 
29.7, 32.3, 33.4, 33.5, 35.4, 35.5, 36.1-36.3 
Non durable consumer goods industries 
15.1-15.5, 15.8-16.0, 17.4-17.7, 18.1-18.3, 19.1-19.3, 
22.1-22.3, 24.4, 24.5, 36.4-36.6 
If Member States dispose of more detailed data series at 
the 4 digit level of NACE Rev.1, a more elaborate defini-
tion at this level of disaggregation is used. 
Statistical sources 
Most of the data in this publication is harmonised data 
supplied to Eurostat by the EU Member States. The excep-
tions are: 
1) The capacity utilisation series which come from the 
business surveys carried out on behalf of the Directorate 
General for Economic Affairs of the Commission (DG II). 
2) The estimates for the latest years' structural data, which 
are supplied by the DEBA European Economic Interest 
Group: 
DEBA GEIE, 1, rue Emile Bian, 
L-1235 Luxembourg; 
tel: (352) 29 77 71-1. 
3) The data for the USA and Japan, which are supplied by 
the OECD. 
Data sources are indicated for each statistical table. Every 
effort has been made to include data for the EUR15 
Member States. The indices from 1991 onwards are on a 
post-unification basis and include East-Germany. 
However the structural data is still on a pre-unification 
basis. 
Short term indicators 
The index of production measures changes in the volume 
of the gross value added created by industry, the branch 
indices being aggregated by means of a system of weight-
ing according to gross value added at factor cost. The 
indices are adjusted to take account of the varying num-
ber of working days in the month. 
The index of producer prices shows (in national curren-
cies) the changes in the ex-works selling prices of all prod-
ucts sold on the domestic markets of the various coun-
tries. The EU indices refer to overall weighted price 
changes. There are not yet indices for Austria. No season-
al adjustment is carried out on these indices. 
For the indices of imports and exports, external trade data 
of 9000 industrial products were grouped according to 
the industrial NACE Rev.1 activity to which they belong. 
This grouping can cause certain inaccuracies in the data, 
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The value indices are all in ECU terms. The indices for the 
EU refer only to extra­Union trade, the indices for 
Member States reflect also intra­Union trade. 
The capacity utilisation series come from quarterly 
European Union business surveys. 
For further details of the methodology employed, please 
refer to the Eurostat publication "Methodology of 
Industrial Short-term Indicators" CA-97-96-079-EN-C. 
Seasonal adjustment 
All series except prices and capacity utilisation are sea­
sonally adjusted with TRAMO / SEATS, a method devel­
oped by Professor Maravall and V. Gomez. This adjust­
ment also takes account of one­off fluctuations (so called 
outliers). For France, Finland, Sweden and the United 
Kingdom the indices are seasonally adjusted by the 
national statistical office. In addition, Eurostat calculates 
the trend cycle, i.e. seasonally adjusted series, where 
additionally the irregular fluctuations have been excluded 
(using the program TRAMO / SEATS). 
Growth rates 
The changes which are given in the tables show two dif­
ferent growth rates. The first being for the latest three 
months data compared to the previous three months data 
­ here the trend cycle is used. The second growth rate is 
for the latest three months data compared to the same 
three months of the previous year ­ here a series only 
adjusted for the number of working days is used. Estimates 
are sometimes made to create a EUR15 total. 
Graphs 
The line graphs show the trend cycle. The bar graphs 
show the annual growth of the index, using a working day 
adjusted series. For Member States where just one month 
is missing (and not more), this missing value was 
estimated in order to bring the growth rate for all Member 
States up to the same date. This estimation is indicated by 
** in the graph. 
Structural data 
Data for structural statistics are in current ECU unless oth­
erwise stated. Data for value added at factor cost, produc­
tion, labour costs and employment come from annual 
enquiries conducted by Member States involving all 
enterprises with 20 or more employees. The exceptions to 
this are Spain (local units of all sizes), Portugal (enterpris­
es with 10 or more employees) and Finland (establish­
ments employing five or more persons). The employment 
data relates to the number of persons employed, exclud­
ing home workers. The definitions are standardised and so 
the figures are comparable across industries and coun­
tries. 
Estimates are not supplied to Eurostat by Member States 
for the smaller firms not covered by the enquiries, and 
hence the figures under­report the actual values. In certain 
industries this may be a serious problem in the interpreta­
tion of series, especially when comparing with other 
industries. 
Gaps in Eurostat's data have been filled by estimates sup­
plied by DEBA CEIE. Thus, EURI5 totals often contain esti­
mates for missing countries. Estimates are shown in bold. 
Attention should be drawn to the fact that the data has just 
switched to the NACE Rev.1 classification, this may result 
in revisions of data being made in the medium­term. 
Signs and abbreviations 
B/L Belgo­Luxembourg Economic Union 
ECU European currency unit 
TRIAD EU, Japan and the USA 
w.d.adj. working day adjusted series 
Billion thousand million 
not available (in graphs) 
: not available (in tables) 
** estimation (in graphs) 
data in bold, estimation (in tables) 
1990 = 100, reference year 
eurostat θ 

© M e r g e r s a n d a c q u i s i t i o n s i n E u r o p e 
Analysis of the most recent wave 





M e r g e r s a n d a c q u i s i t i o n s ι n E u r o p e 
Analysis of the most 
recent wave of mergers 
and acquisitions 76 
Financial approach 76 
Sectoral approach 80 
Conclusions 82 
Last month we published the first half of an article on 
mergers and acquisitions. 
The phenomenon of mergers and acquisitions first appeared in the USA more than a 
century ago, and its development (like that of most economic activities) has been of 
a cyclical nature with a clearly observable tendency to quicken in a period of accel­
erated economic growth and rising stock market prices. 
The second half of the article goes on to analyse the phenomenon using first a finan­
cial approach and then a sectoral approach, finally conclusions are given. 
F inanc ia l app roach 
Before embarking on the analysis of the value of M&A operations in the period under 
review, it must be pointed out that AMDATA can provide value data only for about 
one third of the operations it has recorded since 1989. Hence the need for a cautious 
interpretation bearing in mind that the available figures are essentially a reflection of 
fhe biggest operations. 
From the value standpoint, the salient features of the M&A scene can be summarised 
as follows: 
•k the USA are involved in the biggest M & A operations; 
• the value of national operations is generally lower than that of other operations 
(except in the case of the USA). 
For more information on the contents 
of this contents of this section contact: 
Paris Sansoglou 
tel: (352) 34 10 40 12 




Further analysis of the value data, again making the distinction between national, 
Community and international operations, reveals another feature of the strategies of 
European enterprises. The average value of national operations in Europe is ECU 
42.6 mi l l ion, the average value for intra-Community operations is ECU 51.2 mil l ion 
and the average value of the extra-EU operations in which an EU operation is 
involved is ECU 95.0 mi l l ion. 
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The price of a take-over target is determined by a 
set of criteria which can be placed together under a 
single heading, the "size of the enterprise" (which 
is in fact a subtle combination of its turnover, its 
profits, its workforce and its share of the national, 
Community or international market) to which must 
be added a number of other criteria, both objective 
and subjective, which have already been outlined 
in the section on motives for mergers and acquisi-
tions. 
T h e U S A a r e i n v o l v e d i n t h e 
b i g g e s t M & A o p e r a t i o n s 
Assuming the size of the target is generally the most 
significant determinant of the price paid by the bid-
der, we can regard the price of an enterprise as an 
indirect indicator of its size. Hence the observation 
that, compared with the world average, the EU 
enterprises which are the target of a bid at a nation-
al level are SMEs, while those which are acquired 
at a Community level are medium-sized or large-
scale enterprises and those which are acquired at 
an extra-EU level are large or very large scale enter-
prises (the relative sizes of enterprises are directly in 
relation with the available data). One can further-
more propose another interpretation of the selling 
price (or purchase price) indicator, for the latter can 
also be considered as an indirect indicator of the 
size of the business by which it is taken over. 
Hence the conclusion that the greater the size of an 
enterprise, the greater is its ability to purchase 
another enterprise at a high price and the greater 
the size of an enterprise the greater its ability to 
tackle major targets. 
The data on the USA show that national operations 
involve an average sum of ECU 344.4 mil l ion, 
whereas the international operations of US compa-
nies are valued, on average at no more than ECU 
114.9 mil l ion. There can be several ways of look-
ing at these figures: 
• they may be interpreted as an indication that US 
enterprises are generally larger than European 
enterprises because the average price paid for 
the acquisition of an American enterprise is a 
good deal higher than the average price paid for 
the acquisition of a European enterprise; 
•k they may thus be regarded as an indication that 
American enterprises, by virtue of their greater 
size, are in a position to make more substantial 
take-over bids; 
•k they may also be regarded as an indication that 
the prices of American enterprises acquired 
before 1987 were inflated because the rates of 
exchange of the US dollar in relation to the 
ECU, were relatively high at that time; 
-A- they may also be seen as an indication that the 
prices of American enterprises were inflated 
because world demand for the latter was at a 
very high level, which meant that several poten-
tial buyers were obliged to compete for their 
acquisition; 
* finally, they can be interpreted as an indication 
that the prices of American enterprises can have 
been inflated by any consideration for which 
the buyers have been prepared to surrender, to 
the sellers a part of the gains they stood to 
realise from their take-over operations. 
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Within the EU, it can be seen that German enter-
prises are the most expensive at a national level, 
and the same line of argument therefore leads to the 
conclusion that they are of above-average size, in 
comparison with the European average, either 
because the prices paid to acquire them are higher, 
on average, than the European average, or because 
the prices they are prepared to pay to acquire an 
enterprise are higher, on average, than the 
European average. The latter interpretation would 
seem to be more appropriate in the case of 
Germany because the data show it is, in fact, 
German and French enterprises which make the 
largest acquisitions, in value terms, while the aver-
age size of the enterprises they sell to EU bidders is 
generally more modest. The picture that emerges, 
from a theoretical standpoint, is characterised by 
net direct investment abroad and a positive net cap-
ital balance at the intra-EU level. 
In the case of UK enterprises, the fact that the prices 
they pay for the enterprises they acquire are lower, 
Tab le 6.1 M & A operations in the EU Operations: 
value 
(mi l l ion ECU) 
Number Average 
value 
(mi l l ion ECU) 
Comparison of the 
value of the M&As 
operations of the EU 
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Total 618,345 10,390 S9.5 
M & A operations in the USA Operations: 
value 
(mi l l ion ECU) 
Number Average 
value 
(mi l l ion ECU) 
1) As w e already said, 
AMDATA 's coverage of the 
value of M&As operations is 
not exhaustive, and therefore 
the figures mentioned are given 
as a means of determining the 
scale or size of the most impor-
tant deals (for wh ich there is 
relatively good coverage). 
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on average, than the prices of the enterprises they 
sell to EU bidders, can be regarded as evidence that 
the average size of the enterprises they acquire is 
smaller than the average size of the enterprises they 
sell. Hence, one may conclude that in view of their 
unique fund of experience in this domain and their 
long tradition of M&A activity, the structure of UK 
enterprises is far more consolidated than that of 
enterprises in the other EU countries. Another inter­
pretation of these figures at a Community or inter­
national level, is that one of the M&A strategies 
used by UK enterprises consists in the purchase of 
SMEs with the aim of restructuring them in order to 
make them more competitive or increase their size 
with the intention of subsequently reselling them at 
a higher price. Hence, it can also be concluded, on 
the evidence of the 20 biggest deals in the period 
under consideration, that UK enterprises are pre­
sent in the majority of cases, even if the majority of 
their targets are UK enterprises: this means that, on 
the other hand, UK enterprises are prepared to pay 
very high prices to acquire the expertise of some of 
their national or international competitors. 
Target (1) SIC Bidder (2) SIC Year Value Table 6.2 
Wellcome Pic (UK) 
Telecom Italia Mobi le spa (I) 
Zeneca Croup PIc (UK) 
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For a list of the SIC codes please refer to the end of this article 
eurostat 
The top 20 M&As 
operations 
in terms of value, 
1984-1995 
(million ECU) 
1) Int: international firms 
2) ME: multi-national 
European firms: 
M.B.O: management buy-out 
S o u r c e : Amdata 
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Turning now to the sectoral aspects of industrial 
M&As in Europe, our analysis at the most aggregat-
ed level, for the period 1984-1995 as a whole, 
shows that the most active bidders for industrial 
enterprises were concentrated in certain domains of 
the services sector, including banking, insurance 
and business services and in certain industrial sec-
tors including metal goods/engineering/vehicles 
and metals/minerals/ores. 
On the industrial front, enterprises in the domains 
of metal goods/engineering/vehicles were the most 
active acquirers of businesses in the domains of 
other manufacturing industries, construction and 
services. 
In the domain of services, enterprises in the bank-
ing, insurance and business services sectors were 
the main acquirers of industrial enterprises in the 
energy and water supply sector, the metals/miner-
als/ores sector, and the metal goods/engineering/ 
vehicles sector. 
Analysis of the M&As strategies of industrial enter-
prises shows that the internal component is still the 
primary consideration: in other words, European 
industrial enterprises prefer horizontal concentra-
tion to vertical concentration or conglomerates. 
A closer examination of the external aspect of the 
M & A strategies of industrial enterprises also 
enables a distinction to be drawn between the 
industries which prefer downstream investment 
and those which prefer to diversify their investment 
in various sectors which are not necessarily inter-
linked. 
Businesses in the agriculture/forestry/fishing sector, 
the energy and water supply industry and the met-
als/minerals/ores sector tend to invest in down-
stream sectors and especially in the metal 
goods/engineering/vehicles sector. But the two last-
mentioned sectors both diversify their activities by 
acquiring businesses in the distribution-whole-
sale/hotels and catering sector. 
Table 6.3 
Sectoral breakdown 
of M&As in Europe, 
1984-1995 
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The agriculture/forestry/fishing sector is closely 
linked with the metal/minerals/ores sector in which 
it has a high propensity to invest; and the fact that 
the latter is the leading industrial buyer of business­
es in the former confirms the existence of a sort of 
mutual interest between these two sectors. 
Operators in other manufacturing industries and the 
construction/civil engineering sectors tend to prefer 
investment in upstream sectors including, in partic­
ular, metal/minerals/ores and metal goods/engi­
neering/vehicles. Service enterprises opting for 
diversification in industrial sectors tend to choose 
the same sectors. 
Taking a closer look at the next level of disaggrega­
tion (two­digit level of the SIC) one can easily state 
a relatively even sectoral distribution of mergers 
and acquisitions, both for Europe and the world as 
a whole: the picture is one in which, with few 
exceptions, the attention of M&A operators is rather 
evenly spread over all these sectors in general. 
Analysis of intra­sector M&A operations would 
seem to show the existence of a general preference 
for horizontal concentration (which accounts for 
39.5% of M&A operations for all sectors com­
bined). The few exceptions to this rule include the 
footwear and clothing sector in which the numbers 
of M&A operations in its own sub­sectors are of the 
same order of magnitude as those in the chemical 
industry (where it is important to point out that the 
number of M&A operations in this industry is 
extremely modest). 
Analysis of the numbers of intersectoral operations 
shows that enterprises in the business services sub­
sector acquired the largest number of industrial 
enterprises (almost 30% of the total number of 
Nace 70 Cr 5 T a b l e a u 6 . 4 
Instrument engineering 
Leather 
Motor vehicles and parts 
Processing of metals 
Electrical engineering 
Chemical industry 
Other means of transport 
Non-metallic mineral products 
Rubber and plastics 











acquisitions) in the period under review. This van­
guard was followed by certain industrial sub­sectors 
including, in order, mechanical engineering, elec­
trical and electronic engineering and the chemical 
industry. 
Examination of the industrial sub­sectors which 
have been the most frequent targets of take­over 
operations reveals that the targets are most fre­
quently in the mechanical engineering sector, the 
electrical and electronic engineering sector, the 
chemical industry and the metal manufacturing sec­
tor. In the services sector, on the other hand, the 
most frequent targets of industrial take­over bids by 
industrial enterprises are in the sectors of distribu­
tion­wholesale and business services. 
It is furthermore worth noting that Germany, whose 
businesses have been the most favoured targets of 
bidders from the other Member States, specialises 
in the products manufactured by the sub­sectors of 
mechanical engineering, Electrical and electronic 
engineering and metal manufacturing. 
Concentration ratios 
as a function of value 
added ­ Crô1 
1 ) Share of the sum of the value 
added of the top five enter­
prises in Europe in the total 
value added of the sector. 




— ( MONTHLY PANORAMA OF EUROPEAN INDUSTRY J-
M E R G E R S AND ACQUISITIONS IN EUROPE 
CONCLUSIONS 
The main specialisations of the EU as a whole are 
to be found in the food industry, the chemical 
industry, motor vehicles and parts, electrical and 
electronic engineering, mechanical engineering 
and metal manufacturing. On the export front, the 
EU largely specialises in the products of the same 
industrial sub-sectors. It is hardly surprising, there-
fore, that enterprises in these sub-sectors are the 
most frequent targets of intersectoral take-over 
operations and that the same sub-sectors are also 
those exhibit ing the highest levels of concentration. 
Conc lus ions 
An outstanding contribution to the development of 
the most recent wave of M&A operations was made 
by a few specific factors. 
Firstly, the development of the wave of M&As activ-
ity in Europe was favoured by: 
* the strong revival of economic activity in the 
Community between 1988 and 1991; 
* the striking improvement in the profitability of 
business enterprises; 
* the stabilisation of nominal exchange rates in 
the EMS between 1987 and 1992. 
The particularly favourable economic cl imate 
enabled businesses to accumulate a steadily 
increasing volume of liquid resources and ampli-
fied the impact of the M&A phenomenon by 
swelling the numbers of potential bidders and take-
over targets. Experience has shown that the reversal 
of this trend wi l l reduce the intensity of M&A activ-
ity. 
The development of the latest wave of M&As was 
also fostered by certain legislative and regulatory 
factors. The main institutional catalyst was undeni-
ably the liberalisation of the markets. Here in 
Europe, the very high level of M&A activity was 
largely a reflection of the strategic response of busi-
nesses to the Single Market programme when it 
became a credible objective in the second half of 
the 80s and businesses were obliged to adapt to the 
new opportunities and the intensification of the 
competition they had to face. 
^ ^ 
From the structural standpoint, the adjustment pro-
cess which inevitably fol lowed the recession of the 
early 80s and which lasted till the end of the 
decade involved a major effort to consolidate and 
rationalise. The adoption of a strategy based on the 
"lean and mean" principle enabled businesses to 
regroup their product ranges round their core busi-
ness and extend their fields of action beyond their 
national frontiers. EU businesses were obliged on 
the one hand to withdraw from the sectors in which 
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they had no comparative advantages while at the 
same time needing to expand their intra­
Community activities. Their M&A operations were 
conducted at three levels, namely the national, 
Community and world levels of M&A activity. 
This analysis highlights the uniqueness of the pat­
tern of development in the United Kingdom which 
has the most long­standing and extensive experi­
ence of mergers and acquisitions and stands out as 
the most prolific purchaser of both Community and 
non­Community businesses. The other Member 
States have progressively adapted their legislation 
however, and are slowly making­up the leeway. 
Germany has had more businesses taken over than 
any other EU country, at both the Community and 
international levels. 
On the other hand, although Europe leads the way 
as far as the number of mergers and acquisitions is 
concerned, the Americans are far ahead in terms of 
value. The analysis also showed that certain coun­
tries, including France are net exporters of capital in 
the domain of mergers and acquisitions because the 
foreign businesses they acquire are more numerous 
and more highly valued than the domestic enter­
prises they sell to external M&A operators. 
At a more disaggregated sectoral level, the sub­sec­
tor of mechanical engineering is the leading pur­
chaser of industrial enterprises and the sub­sector of 
business services is the most prolific purchaser of 
service enterprises. On the industrial front, the sub­
sectors showing the largest numbers of enterprises 
acquired as a result of take­over bids are those of 
mechanical engineering and electrical and elec­
tronic engineering, while the sub­sector of whole­
sale distribution holds the same position in the ser­
vices sector. 
List of SIC codes used in the tables: 
0000 Agriculture & horticulture / Forestry / Fishing 
1000 Energy & water supply industry 
1300 Mineral oil & natural gas 
1610 Electricity production and distribution 
2000 Metals / Minerals / Ores 
2100 Metalliferous ores 
2500 Chemical industry 
2570 Pharmaceutical products 
2582 Perfumes, cosmetics and toilet preparations 
3000 Metal goods / Engineering / Vehicles 
3164 Packaging products of metal 
3420 Electrical equipment ­ basic 
3441 Telegraph and telephone apparatus 
4000 Other manufacturing industries 
4100 Food industry 
4240 Spirit distilling and compounding 
4270 Brewing and malting 
5000 Construction / Civil engineering 
6000 Distribution / Hotels and catering 
7000 Transport & communication 
7902 Telecommunications 
8000 Banking / Insurance / Business services 
8150 Financial institutions ­ other 
8396 Holding companies 
9000 Other services 
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